Among many factors that influence foreign direct investment (FDI) operations, entry order into a foreign country has been found to have a significant effect on the performance of multinational corporations' overseas subsidiaries (Luo 1998). Although some studies have found the main effect of pioneering in market share and profitability (i.e., first movers achieve superior performance than their later counterparts; e.g., Luo 1997), others have discovered that the effect of firstmover advantages may be conditional on other factors, such as entry mode and resource commitment (Isobe, Makino, and Montgomery 2000; Pan, Li, and Tse 1999) . In addition, without addressing the possible multicollinearity problems associated with interactive effects, the parameter estimates of entry order and its interactions with other variables may be biased. Because entry-timing decisions are associated with tremendous risks and benefits that have long-term implications for FDI performance and as more country markets become viable for multinationals, ascertaining the exact influence of entry order on performance is significant from both a theoretical and a managerial standpoint.
Among many factors that influence foreign direct investment (FDI) operations, entry order into a foreign country has been found to have a significant effect on the performance of multinational corporations' overseas subsidiaries (Luo 1998) . Although some studies have found the main effect of pioneering in market share and profitability (i.e., first movers achieve superior performance than their later counterparts; e.g., Luo 1997) , others have discovered that the effect of firstmover advantages may be conditional on other factors, such as entry mode and resource commitment (Isobe, Makino, and Montgomery 2000; Pan, Li, and Tse 1999) . In addition, without addressing the possible multicollinearity problems associated with interactive effects, the parameter estimates of entry order and its interactions with other variables may be biased. Because entry-timing decisions are associated with tremendous risks and benefits that have long-term implications for FDI performance and as more country markets become viable for multinationals, ascertaining the exact influence of entry order on performance is significant from both a theoretical and a managerial standpoint.
This study adopts the resource-based view (RBV) to explain the effects of first-mover advantages and to explore effective follower strategies. Recent development of the RBV suggests that valuable resources that a firm acquires are not sufficient for obtaining competitive advantage or superior performance. Environmental factors, firms' existing resources, and business strategies may moderate the effect of the acquired resources on performance. Thus, we adopt the contingent resource perspective to examine the effects of entry order in the context of an emerging-market economy, and we analyze the interactions between entry order and several industryand firm-level variables, including industry growth and competition, firm size, mode of entry, resource commitment, and marketing intensity, with respect to their effects on market share and financial performance. By focusing on the contingency effects of entry order, we attempt to answer the following important questions: First, is early entry itself sufficient for sustaining the pioneer advantages, or are such advantages conditional on other factors, such as industry and firm characteristics? Second, is the effect of early entry uniform across market and profitability, or does it involve significant tradeoffs between the two? Third, can followers mitigate their late-moving disadvantages and augment performance by adopting certain strategies?
In the following sections, we provide a succinct review of the relevant literature and propose our theoretical model and research hypotheses. Then, we describe the data set, which includes 4500 foreign-invested enterprises (FIEs) in China from 80 manufacturing industries, and we discuss the measures of variables. We perform hierarchical regressions for model testing, apply ridge regression to address the problem of multicollinearity, and present the results. Finally, we discuss our findings and their practical implications, and we suggest directions for further research.
In the past several decades, many studies of the entry-order effects in the strategic management and marketing literature have found support for the first-mover advantages; early entrants into new industries or product markets seem to enjoy an enduring competitive advantage over later entrants (Lambkin 1988; Urban et al. 1986 ). Researchers attribute the first-mover advantages in market share and profitability to the assumption that pioneers usually have more resources and experiences, more differentiated products, better product quality and services, and stronger repeat purchases than followers and late entrants (Kalyanaram, Robinson, and Urban 1995; Lambkin 1988) . However, the estimation of the entry-order effects has been fraught with several problems, particularly survivor (selection) bias and endogeneity bias, which render the parameter estimates of entry-order effects unstable or overestimated (VanderWerf and Mahon 1997) .
ENTRY ORDER AND PERFORMANCE

First-Mover Advantages
Researchers have developed several methods to correct such biases and have found that early mover advantages are not as strong as previously suggested (Boulding and Christen 2003; Mitchell 1991 ).
In contrast, there is a limited number of studies of entryorder effects in a foreign market. Nonetheless, these studies have also found that early entry into another country brings considerable competitive advantages and has a positive effect on the performance of international ventures (Mascarenhas 1997) . Again, researchers believe that the firstmover advantages arise from the assumption that pioneers often enjoy preemptive resources and opportunities, introduce better technologies, and have larger-scale economies and greater repeat purchases from customers in the new market (De Castro and Chrisman 1995; Pan, Li, and Tse 1999) . In addition, these pioneers in foreign markets are often large multinationals with tremendous financial resources and knowledge-based, firm-specific strategic assets. Such findings related to pioneer advantages in international markets are consistent with the research on entry-order effects in the strategic management and marketing literature.
Recently, as a result of the unraveling opportunities brought by reforms and economic development in emerging-market economies, many multinationals have entered these countries in search of growth opportunities. Although, in general, the early and later entry strategies have different sets of costs and benefits, these differences seem to be more pronounced in emerging markets, in which industry and market structure transformations result in greater preemptive opportunities and higher operational risks for the first movers (Luo 1997) . Several studies have found the existence of significant firstmover advantages among foreign investors in emerging markets such as China, and they have observed that early entrants outperformed late movers in market share and financial returns (Pan, Li, and Tse 1999) .
Groups of researchers have questioned whether the pioneer advantages are sustainable and have examined the conditions under which entry-order affects performance. Kerin, Varadarajan, and Peterson (1992) argue that the first-mover status may produce sustainable advantages because of a multiplicity of controllable and uncontrollable forces. They propose a contingency framework and identify factors that underlie the first-mover advantages and the product-market contingencies that moderate the relationship between entry order and competitive advantage. Szymanski, Troy, and Bharadwaj (1995) performed a meta-analysis of the firstmover advantages in market share and an omnibus test of the contingency perspective of entry-order effects. Their analyses suggest that though early entry is largely associated with
Conditional Effects
greater market share, there are many interactive effects due to factors such as service quality, research and development expenditures, and market growth. Similarly, Bowman and Gatignon (1996) find that entry-order effects are conditional on a brand's marketing-mix variables, whereas the main effects of entry order are minimal. Thus, the contingency perspective is a more valid framework for capturing the association between entry order and market share (De Castro and Chrisman 1995) .
In international markets, pioneers face greater risks, and initial resource commitment does not necessarily result in survival or greater market share in overseas markets (Mascarenhas 1997) . Several factors may discount the first-mover advantages, including technological development, changing consumer tastes, and problems with joint venture (JV) partners. Pan, Li, and Tse (1999) find a significant interaction between entry order and entry mode that favors equity-based investments. Isobe, Makino, and Montgomery (2000) reveal that the positive effect of early entry is significantly contingent on the strategic importance of an investment, parental control of a JV, and the availability of a supporting infrastructure. As a result of the changes in market environment and government policies in emerging-market economies, first movers may lose their advantages over time (Marinov and Marinova 1999) . Thus, these studies question the sufficiency of early entry alone to ensure long-term superior performance in a foreign market.
In contrast, some researchers have explored the possibility that followers may overcome their late-moving disadvantages and eventually prevail. First, the strategic windows of opportunity may open at later times that favor later entry (Robinson, Fornell, and Sullivan 1992) . Early followers entering at the growth stage reach their asymptotic sales level faster than pioneers and mature-stage entrants, are not hurt by competitor diffusion, and enjoy better perceived product quality, but such advantages tend to grow weaker with later entry (Lambkin 1988; Shankar, Carpenter, and Krishnamurthi 1999) . Second, market share advantages have been found to decline slowly over time for market pioneers, and early movers may be less profitable over the long run because they often suffer persistently high costs (Kalyanaram, Robinson, and Urban 1995) . In contrast, later entrants may have a better infrastructure and operating environment, they can enjoy the free-rider advantage by imitating the pioneers and capitalizing on their mistakes, and they can adopt various strategies to take over the pioneers (Bowman and Gatignon 1996; Mathews 2002; Szymanski, Troy, and Bharadwaj 1995) . As several semiconductor companies from Japan, Korea, and Taiwan have done, later entrants can adopt superior strategies to overcome the late-moving disadvan-
Followers' (Dis)advantages
tages, sometimes catching up with incumbent industry leaders in a global industry or even leapfrogging the early movers (Cho, Kim, and Rhee 1998; Han, Kim, and Kim 2001) .
Studies of the entry-order effects in foreign markets have focused on first movers and have not explored the possibility of the latecomers catching up. In emerging-market economies, such as China, it is often the case that economic reforms and market opening have proceeded rather gradually, and followers may be presented with better opportunities and conditions (Luo 1998) . Because of potential risks and inherent uncertainties in emerging markets, many multinationals adopt a "wait-and-see" policy before they enter the market. There is no shortage of anecdotal evidence that as some pioneers have committed major faux pas and stumbled or as their first-mover advantages dissipate, better opportunities arise for latecomers (Smith and Blumenstein 1998) . Several researchers have called for more attention to be paid to the effective follower strategies in foreign countries, particularly in emerging markets (Luo 1998; Pan, Li, and Tse 1999) .
Overall, the empirical evidence of the pioneering advantages has been mixed and inconclusive. Because of differences in sample characteristics, analytical methods, and the operational definitions of entry order and business performance, the studies vary in the direction, magnitude, and statistical significance of the pioneering effects (Szymanski, Troy, and Bharadwaj 1995; VanderWerf and Mahon 1997) . Likewise, the limited number of studies on entry-order effects in international markets has similar problems with measures of variables and analytical procedures. Studies based on survey data and subjective measures of entry order and performance do not render realistic estimates of the effect sizes of entry order. Other problems include measures of competition without considering the existence of domestic incumbents in a foreign market and small samples that do not allow interactions between variables.
Several measures can be taken to improve the understanding of the relationship between entry order and performance. First, although previous studies may include firms from many industries and even though entry order is based on the firms' respective industries, the effect of industry and firm characteristics has not been examined rigorously. Because of heightened environmental uncertainties and the diverse background of firms, the contingency effects of entry order on performance may be stronger in foreign market entries (Luo 1997) . Without consideration of the moderating effects of these industry-and firm-level factors, the impact of firstmover advantages could be overestimated. Second, the knowledge of effective strategies for followers can be of great value for both academics and practitioners. Unfortunately, Summary the conditional effects of entry order have focused on the first movers and have been explored sporadically with a few selected variables, such as entry mode. Thus, the contingency model has not been subject to systematic empirical validation in the international market context. Finally, existing studies of entry-order effects in foreign markets have been largely void of theoretical explanations. A strong theoretical rationale is particularly necessary for a better understanding of the underlying factors that explain the entryorder effects in overseas markets.
In a review of the entry-order research, Lieberman and Montgomery (1998) posit that the RBV is particularly relevant for explaining the effect of entry timing. Likewise, RBV scholars often cite the first-mover advantages as an example of competitive advantage arising from firms' distinctive resources (Barney 1991; Peng 2001) . On the basis of the concept of economic rent, the RBV suggests that firms' performance is determined by their sustainable competitive advantages, which they derive from the resources they control that are rare, valuable, imperfectly imitable, and not substitutable (Barney 1991) . The pioneer advantages in international markets elaborated in the existing studies are largely consistent with the RBV perspective in that a host of significant preemptive opportunities and rent-generating resources accrues to the first movers, such as investment location, access to raw materials, special promotion and distribution arrangement, and other resources that are rare and valuable (Isobe, Makino, and Montgomery 2000; Luo 1998; Pan, Li, and Tse 1999) . In emerging-market economies, the windows of opportunity during a given period are often manipulated by governments through control of the number of firms. Success often goes to the investors that enter first and quickly acquire a combination of choices, resources, and solutions to make a successful deal (Luo 1998) . Thus, early entry can be considered an intangible rent-generating asset because it can help a firm preempt scarce and valuable resources and gain monopolistic power.
Despite the RBV's explanatory power and increasing applications in management research, it suffers from several weaknesses, most notably its difficulty in specifying the types of valuable resources and its insensitivity to different contexts (i.e., What types of resources can evolve into competitive advantages, and under what contexts?). Although context specificity is incorporated into the theory by requiring that resources be "valuable," the theory is less instructive in identifying the contingencies that might make the same resources valuable in some contexts and not in others (Brush and Artz 1999) . Recent development of the RBV suggests that whether resources acquired by a firm can turn into competitive advantages depends on a number of factors. Several
A CONTINGENT RESOURCE PERSPECTIVE OF ENTRY-ORDER EFFECTS
researchers have attempted to improve the RBV by stressing that the rent-generating resources may be subject to the influences of uncontrollable environment factors (Lieberman and Montgomery 1998; Pfeffer and Salancik 1978) . External factors, such as industry structure and growth, may influence the availability and cost of such resources. These uncontrollable factors make some resources more valuable in certain conditions, under which they become the sources of competitive advantages (Miller and Shamsie 1995) .
Furthermore, researchers have strengthened the theory by emphasizing firm capabilities as more intangible and inimitable resources, which stem from the integration of resources that are more likely to produce a competitive advantage, because such capabilities are often rare and socially complex (Peteraf 1993) . Although exogenous resources are more likely to be procurable and separable from the firm, capabilities developed from within the firm become firm-specific assets that are difficult to be substituted or imitated. Thus, other firm resources provide complementary assets for firms to develop stronger capabilities. In addition, resources form the basis of firms' strategies and are critical in the implementation of those strategies (e.g., Barney 1991) . In other words, firm resources and strategies interact to produce competitive advantages and positive returns (Hitt et al. 2001; Lieberman and Montgomery 1998) . Several recent studies have examined the conditional effects of firm resources on performance and have found strong empirical support for the contingent resource perspective (Brush and Artz 1999; Hitt et al. 2001; Miller and Shamsie 1995) .
Recent studies of entry-order effects suggest that they are better specified as interactions than as direct effects, and the first-mover advantages may be weaker than the effects of environmental factors and business strategies (Lieberman and Montgomery 1998) . In other words, there may be important preconditions for these resources and opportunities to translate into competitive advantages and superior performance. These propositions are largely consistent with the recent development of the RBV of firm performance. Thus, these two theoretical perspectives can be integrated to provide more coherent explanations of the entry-order effects. The contingency perspective can help improve the context specificity of the RBV by identifying the factors that may compensate, enhance, or depress the first-mover advantages, and more specifically, it can help explain the conditional effects of entry order.
The contingent resource perspective provides plausible explanations for entry-order effects and several propositions for investigation. First, in the dynamic and volatile emerging-market economies, market conditions, industry characteristics, and government policies may undergo rapid changes and greatly affect industry growth and competition (Luo 1997; Nakata and Sivakumar 1997; Pan, Li, and Tse 1999) . Such industry factors may moderate the first-mover advantages and their effect on firm performance. Second, for first movers to develop sustainable competitive advantages, the acquired resources must be integrated with existing firm resources to enhance performance (Lieberman and Montgomery 1998) . Third, the first-mover advantages can be complemented by certain investment and business strategies to develop stronger capabilities that can further enhance pioneers' performance (Hitt et al. 2001; Lieberman and Montgomery 1998) .
Effective strategies for followers or late entrants have not received much attention in the existing literature and are regarded as one of the priority issues in entry-order research (Lieberman and Montgomery 1998) . According to the RBV, pioneers in a foreign market may enjoy certain preemptive opportunities and rent-generating resources that may not be available to later entrants. However, the contingent resource perspective argues that there may be specific conditions that favor followers or provide opportunities for them to catch up with or even outperform the pioneers by leveraging the advantage in initial low costs and dynamic capability development or learning (Mathews 2002) . More important, followers may develop certain types of firm-specific resources and capabilities to generate competitive advantages (Lieberman and Montgomery 1998) . These specific investment and business strategies can help specify the circumstances that enable the followers to catch up.
Following the contingent resource perspective that we have just outlined, this study focuses on the environmental and firm factors that influence the quality (e.g., rare and valuable) and sustainability of first-mover advantages (substitutability and imitability), and it identifies the performance-enhancing strategies for the followers. The first group of contingency variables refers to the environmental factors (i.e., industry growth and competition) that are beyond the control of the investors. These factors have significant implications for rent seeking and investment risks associated with foreign investment, and they are instrumental for explaining interfirm variations in FDI performance (Marinov and Marinova 1999; Nakata and Sivakumar 1997) . Second, intrinsic firm-level variables (i.e., size of the firm and entry mode) can generate important strategic resources in foreign market entry, and they greatly affect the firm's ability to reduce the risks and augment the rents of the resources associated with early entry (Luo 1997; Pan, Li, and Tse 1999) . Third, firms' commitment of resources and their capability development, especially marketing capability, directly affect their performance and also moderate the effect of entry order on performance for both first movers and followers (Lieberman and Montgomery 1998) .
Because investors in a foreign country come from different industries, it is clear that industry factors such as growth prospect influence FDI performance and can enhance or dampen the advantages of early entry. This is particularly true for emerging-market economies, in which economic growth, industry expansion, and consumer demand are among the key factors that moderate the early entry advantages (Nakata and Sivakumar 1997) . Because of different levels of economic development and comparative advantages among countries, some products may be particularly in demand in a host country. Thus, investors in these industries would enjoy better growth opportunities and even preferential treatment from the host government. For example, in general, firms in high-growth industries, such as telecommunications and biotechnology, achieve higher profit than firms in low-growth industries, such as textiles and apparel manufacturing. Overall, firms in high-growth industries have been consistently found to be better performers than firms in slow-growth industries (Luo 1998) . Therefore, it is plausible that early entry into high-growth industries can bring valuable rent-generating resources, thus enhancing a firm's chance for superior performance. In contrast, early entrants in a slow-growth industry may not generate significant advantages. Thus, industry growth moderates the effect of first-mover advantages on firm performance.
H 1 : First movers in high-growth industries achieve better performance than those in slow-growth industries.
An industry can be different from another in terms of the extent of government regulation, entry barriers, and the number of players in a foreign market. A competitive industry is often characterized by a large number of firms competing in a fragmented market, including both foreign firms and domestic incumbents (Pan, Li, and Tse 1999) . Industries with high entry barriers and high cost structures tend to have a lower level of competition, thus giving firms a better opportunity to leverage first-mover advantages and achieve the status of oligopoly and higher returns (Luo 1998) . For example, firms in energy and pharmaceutical industries often require a large initial investment and, in general, are more profitable. In contrast, industries with lower entry barriers and fewer regulations, such as retailing, food services, and apparel manufacturing, often experience intensive competition and face tremendous challenges in augmenting their market and financial performance. Intense competition could dissipate
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Industry Competition the effect of rent-generating resources and make the firstmover advantages less sustainable (Peteraf 1993) . Furthermore, market competition tends to grow more intense for later entrants and makes it difficult for them to shore up performance. Thus, industry competition inevitably moderates the effect of first movers' competitive advantages and affects their market share and profitability.
H 2 : First movers in less competitive industries achieve better performance than those in highly competitive industries.
The size of a firm is usually a good indication of its existing financial and human resources and management experience and, thus, has a major bearing on performance. First, firms of various sizes have different advantages when investing overseas. Large firms tend to make large investments and often receive preferential treatment from the host government. Second, large multinationals tend to concentrate in high-tech and high-growth industries, and they are more aggressive in exploring the local market (Luo 1998) . In contrast, smaller firms tend to be trade oriented and more interested in lowcost manufacturing. They may lack the strategic resources to compete in the international marketplace. Third, in contrast with their smaller counterparts, large firms also tend to be more internationalized. They often have operations in multiple country markets and enjoy greater economy of scale and lower transaction costs and thus have more opportunities to enhance their market and financial performance. Although small firms may have many advantages, such as flexibility and similar resources (e.g., management experience), large firms are more likely to reap the benefits of pioneering, and overall, they have a better chance to achieve superior returns from overseas investment than their smaller counterparts. Thus, the effect of pioneering on performance may be conditional on firm size to a significant extent.
H 3 : First movers that are large firms achieve better performance than their smaller counterparts.
Modes of entry or ownership structures, such as wholly owned subsidiaries (WOSs) and JVs, give investors different advantages. Some studies have found that WOSs achieve better performance than JVs and that JVs achieve better performance than acquisitions (Lee and Beamish 1995) . There are several explanations for the impact of entry mode on performance. One is the cost argument, which states that equity joint ventures (EJVs) are more expensive to establish and operate (Pan, Li, and Tse 1999) . Another explanation is the degree of managerial control that a mode affords, which often gives WOSs greater advantages in many areas, such as personnel, operations management, and management con-
Firm Size Entry Mode
flict. These differences might be due to ownership, resource, and internalization advantages. However, for pioneers in emerging markets, environmental uncertainty, lack of knowledge, and government policies may favor JVs with local partners. In exchange for complete control and lower costs, JVs give foreign investors precious resources, including local market knowledge and distribution capability offered by local partners, and such advantages may lower the risks for and enhance the performance of pioneers. Governments such as that in China often play matchmaking roles for foreign investors to find eligible local partners. Followers have often found the lack of good partners or may find WOSs more attractive given their improved knowledge and lower environmental uncertainty. Thus, JVs may offer distinctive advantages to the early movers and may help them augment performance.
H 4 : First movers in the JV mode achieve better performance than those in the WOS mode.
When entering a foreign market, investors must decide when to enter and how much of their resources to commit to the new venture, including injection of cash and transfer of technology and other types of assets. Although there are substantial risks in making a large initial investment as an early mover, some firms do so in the hope of being compensated with preferential policies and handsome returns. Although higher return is often necessary to justify the large investment that pioneers must make to develop new markets (Lambkin 1988) , the amount of investment beyond a certain threshold is necessary for pioneers to take advantage of the first-mover advantages. According to the contingent resource perspective, first-mover advantages must be integrated with other firm resources to generate competitive advantages. Although some researchers suggest that early movers should not make substantial investment because of the high risks involved (Mascarenhas 1997) , previous studies have found that early entry plus large resource commitment contributes to superior performance (Isobe, Makino, and Montgomery 2000; Luo 1998 ). In addition, it is possible that early and late followers can make larger investments to compensate for the lost opportunities and to develop stronger capabilities. There are many examples of multinationals that overcome their late-mover disadvantages by making a substantial investment and/or introducing better technologies (e.g., General Motors in Shanghai; Smith and Blumenstein 1998). Therefore, the amount of initial resource commitment should moderate the first-mover advantages and the performance of followers.
H 5 : (a) First movers that make a large resource commitment achieve better performance than those that
Resource Commitment
make a small resource commitment, and (b) followers that make a large resource commitment achieve better performance than those that make a small resource commitment.
Resources include those acquired at the time of entry and those that already exist within the firm, and firms can integrate them with additional resources to develop strong capabilities (Lieberman and Montgomery 1998) . In a marketoriented economy, a road to reform on which many emerging-market countries have embarked, the amount of marketing expenditure out of a firm's sales has a tremendous effect on its market share and profitability. Early entry coupled with intense marketing efforts help increase consumer awareness and enhance the possibility of superior performance in market share (Szymanski, Troy, and Bharadwaj 1995) . This is particularly true for the market-seeking multinationals that operate in emerging markets. For example, some Japanese multinationals began advertising their products in China at the early stage of entry, sometimes even before the products became available in the stores, because they believed that enhanced consumer awareness of their brands and products would generate greater sales. Because to some extent market share is necessary for achieving a minimum level of profitability, intense marketing efforts should also improve a company's financial performance. Conversely, it is equally important for followers to formulate effective strategies to overcome the disadvantages of later entry and improve their performance (Lieberman and Montgomery 1998) . In addition to initial resource commitment, increasing marketing investment enables followers to compensate for not being the first and to capitalize on the expanding market, though such advantages become increasingly more difficult with later entry. Overall, marketing intensity should moderate the effects of entry order on performance for both pioneers and followers.
H 6 : (a) First movers that adopt a high level of marketing intensity achieve better performance than those that adopt a lower level of marketing intensity, and (b) followers that adopt a high level of marketing intensity achieve better performance than those that adopt a lower level of marketing intensity.
To test the moderating effects of industry and firm factors, data from a country that has received investment from many regions and in various industries would be helpful. The data of this study come from China, which has received increasing attention as a large emerging market in FDI research in recent decades. Since the late 1970s, China has reformed its economy and opened industry after industry for foreign participation. In 2004, approximately 465,000 foreign invest-
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METHOD ment projects were operating in China, with a total realized investment of US$500 billion (MOFTEC 2004) . Because of rapid economic development and continuous influx of foreign capital, the performance of FDI in China has been of considerable interest to both practitioners and researchers. In addition, focusing on one country enables us to control across-country variations in areas such as culture and economic development.
The primary data come from China's 1996 Third National Industrial Census conducted by the State Statistics Bureau (SSB). The SSB and its offices in the provinces and cities conducted the census of all the industrial firms in China in early 1996, including more than 52,000 FIEs. The census involved tens of thousands of census takers at the provincial and municipal branches. After collecting the data from firms, the census takers checked their accuracy and consistency. The census authority also used a set of financial ratios and statistical tests to assess data consistency and integrity. If any inconsistencies were found, census takers would follow up with the companies to obtain accurate information. The database is considered the most comprehensive data set available for foreign investment in China and has been used in several published studies on FDI in economics, management, and international business (Pan, Li, and Tse 1999) .
Among the 52,000 FIEs in 40-plus industry sectors, we focus on three equipment manufacturing sectors: (1) electric machinery and equipment, (2) electronic and communication equipment, and (3) meters and office equipment. We include only those industries whose first movers had five or more years of operation by the end of 1995. This is sufficient to assess their long-term performance beyond the initial period after entry. As a result, the data set has a total of 4480 firms from 80 industries at the four-digit level of the International Standards of Industry Classification. These foreign companies represent various sizes, product categories, and countries, including those from North America, Europe, and Asia. The average age of these firms is 9.25 years, and the maximum age is 15 years (i.e., dating back to 1980). This database contains the essential information about the financial and operational data of these firms. Industry data, such as industry output and the number of firms in an industry, are extracted from the 1998 Statistical Yearbook published by the SSB and appended to the primary data.
Entry order is based on firms' year of entry in their respective industries. Entry order can be measured as a continuous variable, such as age of a firm, for studies of a single industry. For a study of many industries, the preceding definition does not consider the industry variations in the time of entry by pioneers or enable an examination of different groups of entrants and their interactions with the contingency variables. Thus, we measure entry order as a categorical variable with a dummy variable for each group of entrants (Mascarenhas 1992; Pan, Li, and Tse 1999). The firms entering a specific industry in China in the first two years are considered the pioneers. On the basis of entry order, we divide the remaining firms entering the same industry into four groups of equal size (25% each): early followers, late followers, late entrants, and laggards. This way, the measure of entry order is industry specific and indirectly controls for age differences among the same group of entrants across industries.
On the basis of the economic development priorities and industry history, companies in various industries may face different growth prospects and levels of competition. Using the four-digit International Standards of Industry Classification codes, we determine an industry's growth rate as the ratio of its total output to that of the previous year. To measure the extent of industry competition, we adopt the Herfindahl-Hirschman index (HHI), which is a widely accepted indicator of industry concentration (Pan, Li, and Tse 1999) . The HHI is measured as the sum of the squared market shares of the firms in an industry; a high index indicates high concentration or less competition. For data analysis, we reverse the HHI so that a higher value would indicate a more competitive industry. Together, growth rate and competition represent the uncontrollable environmental factors and industry-level variations for these firms.
As for firm-level variables, we measure size of firm as the total assets, which represent a firm's resources and strengths. In this data set, we compared three modes of entry: WOS, EJV, and contractual joint ventures (CJV). We measure resource commitment as the total amount of initial investment by the foreign investors, which may include injection of cash and transfer of technology and other types of assets to the new venture. We measure marketing intensity as the amount of market expenditures as a percentage of the total sales. Together, they represent the firm-level factors. In addition, we include two important control variables that greatly affect company performance: labor/capital intensity and market focus (domestic market versus export).
Previous studies have used different performance measures, such as market share, return on investment, satisfaction, exit, and survival, to examine the entry-order effects. As several researchers suggest (Lieberman and Montgomery 1998; Luo 1998) , both market and financial criteria should be adopted because multinationals are pluralistic in their motivations for entering a foreign market. In this study, we adopt market share as an indication of market performance and profitability (pretax profit) as a measure of financial performance. We measure market share as the ratio of a firm's domestic sales (excluding export) to the total industry sales. Profitability is based on the amount of profit a firm makes, which directly measures the operating results of a venture in the host country in a given year. Because factors such as growth rate, competition, firm size, and market share may vary across industries, we take log of all the financial data to control for industry variations.
The standard deviations of variables and their correlations appear in Table 1 . The results show that overall, pioneers have a longer length of operation than the later entrants.
Only the correlation between firm size (assets) and resource commitment is fairly high. This is not surprising, because larger investors tend to be larger firms at a later stage. In addition to firm size, we also include capital/labor intensity and market focus in all subsequent analyses to avoid any potential confounding effect due to these variables. To answer the research questions and test the hypotheses, we perform hierarchical regressions on the two dependent variables: one for the main-effect model of entry order (Model 1) and one for an alternative model with the contingency effects (Model 2).
As we show in Table 2 , for the main-effect model of market share, pioneers have a significant advantage (β = .136) over the other groups. Several other variables also affect market share to different extents, including industry growth (β = .043), competition (β = -.163), resource commitment (β = .125), marketing intensity (β = .049), and the export focus (β = -.110). For the main-effect model on profitability (Table  3) , the regression results suggest that being a first mover contributes significantly to a firm's profitability (β = .041); this is also true for early followers (β = .033) and late followers (β = .055). In addition, firm size (β = .507), resource commitment (β = .062), marketing intensity (β = .278), capital intensity (β = .179), and export focus (β = .052) have significant effects on firms' profitability (Table 4 ). These findings suggest that first movers enjoy significant advantages in both market share and profitability, even after we control for the environment and firm factors.
However, the results of the second set of regressions with the interaction terms show very different results. Overall, the contingency model for market share has a better fit of the data than the main-effect model, given the significant improvement in the adjusted R-square (.205 versus .079). However, the main effect of first-mover advantage in market share becomes significantly negative (β = -5.255); this is also true for the main effects of early and late followers ( Table 2) . The model fitness for profitability improves only slightly, partially due to collinearity among variables. The main (Table 3 ). In both contingency models, some variables have very large estimates of the standardized coefficients (i.e., greater than one). The inflated estimates and reversed directions of some parameters are clear signs of the multicollinearity problem. Although researchers use different critical values for judging multicollinearity, a variance inflation factor (VIF) value greater than 30 indicates the existence of such a problem (Belsley, Kuh, and Welsch 1980) . Examination of the results suggests that many parameters have VIF values that are larger than 30 and, sometimes, much larger. It is evident that these parameter estimates suffer from serious multicollinearity and cannot be interpreted directly for hypotheses testing.
An important assumption of multiple regression is that all the independent variables are "uncorrelated"; this is referred to as the assumption of conditional independence. If some of the independent variables are highly correlated, such multicollinearity is likely to lead to biased and exaggerated parameter estimates. Contingency models that include the interactions among the independent variables are particularly prone to this problem. In the presence of multicollinearity, the variances of interactions are often so large that they may be far from the true values. In such cases, ordinary least squares (OLS) regression may give inflated and biased parameter estimates. They may also give wrong signs to the parameters and make the results not plausible to explain (Mahajan, Jain, and Bergier 1977) . Thus, as a practice, researchers need to check for symptoms of multicollinearity (e.g., VIF) when examining the conditional effects on the dependent variable. Common methods for dealing with multicollinearity include dropping correlated variables and increasing sample size. For scalar measures of variables, researchers have adopted several approaches to handling multicollinearity, such as the centering technique and reducing dimensionality using principle component analysis to combine two factors into one (Gaba, Pan, and Ungson 2002) . When such solutions are not feasible, as is the case in this study, researchers have used ridge regression as a shrinkage method to address the issue (Mahajan, Jain, and Bergier 1977) . This is accomplished by imposing a small constant (k) to the diagonal of the variancecovariance matrix of the parameter estimates so that the variance of the estimates can be reduced. Ridge regression is capable of producing estimates that are more stable and closer to the true values of the coefficients. An inevitable trade-off of the matrix transformation in ridge regression is possible reduced fit of the model.
Thus, we run a set of ridge regressions for the two contingency models using the generalized ridge estimation method (Table 4) . The results of ridge regression show that even with significant control and contingency variables, pioneers still enjoy a very small but significant advantage in market share (β = .007) over the followers and later entrants. Thus, this statistic supports the previous findings about the pioneer advantage in market share. In addition, five of six contingency variables have significant interactions with pioneers, suggesting that these variables significantly moderate the effect of pioneering on market share, including industry growth (β = .058), competition (β = .011), firm size (β = .020), entry modes (WOS: β = -.017; EJV: β = .021), and resource (Table 4) . However, the late entrants enjoy a small advantage (β = .030) over the laggards. Several control variables, including firm size, resource commitment, and marketing intensity, have strong and significant coefficients. In addition, four contingency variables have small but significant interactions with pioneers with respect to their effects on profitability: firm size: β = .029; entry mode (WOS): β = -.021; resource commitment: β = .016; and marketing intensity: β = .019.
In summarizing the results for the pioneers, these regressions provide support for H 1 in market performance but not in financial performance. Contrary to H 2 , industry competition shows a postive moderating effect on pioneers' market share but no significant effect on their profitability. Thus, although industry competition has a significant, negative main effect on market share, pioneers are more advantageous in market share in more competitive industries than in more concentrated industries. The results show support for the contingency effect of firm size (H 3 ) for both market share and profitability. For H 4 on entry mode, the results support the hypothesis that pioneers in the JV mode are more advantageous than those in the WOS mode and that pioneers in the EJV mode perform better in market share than those in the CJV mode. We also find support for H 5a on resource commitment in both market share and profitability. For pioneers, marketing intensity (H 6a ) has a positive moderating effect only on profitability. Given that pioneers still enjoy a small main-effect advantage in market share but not in profitability and that late entrants have an advantage in profitability, the results also support the proposition on the asymmetric tradeoff for pioneers. Together, these results provide the answers to the first and second research questions. The third research question concerns the possibility for followers to overcome their late-mover disadvantages. Although the interaction effect of resource commitment has a significant, positive moderating effect on profitability for both early and late followers, it has no moderating impact on market share (Table 4) . Thus, the results provide only partial support for H 5b . Conversely, marketing intensity has a significant interactive effect on market performance for early followers (β = .011) and even more so for late followers (β = .023), but it has no significant effect for pioneers. Marketing intensity also contributes positively to profitability for early and late followers (β = .030 and β = .040). The results support H 6b for both dimensions of performance. These findings suggest that followers can apply certain strategies to enhance their performance. The standardized coefficients of these interactions are stronger for late followers than for early followers and pioneers, suggesting that the contingency effects of marketing intensity become stronger with later entry but not for the late entrants or laggards.
In several important ways, the current study improves the understanding of the benefits and potential pitfalls for pioneering in emerging-market economies and the entry-order effects in international markets. Overall, this research finds that the contingent resource perspective offers more viable explanations of the entry-order effects on performance in a foreign market. The results suggest that pioneers enjoy a small, significant main effect in market share even after correction for multicollinearity, thus confirming the market share advantage for first movers found in prior studies (Pan, Li, and Tse 1999) . However, such market share advantage for early movers is much less pronounced. In addition, industry and firm variables moderate the effect of first-mover advantages in market share and/or profitability. High industry growth helps early movers augment profitability to a greater extent than does slow industry growth. Unlike a previous suggestion (Mascarenhas 1992) , early entry would make more sense for large firms than for their smaller counterparts. Local partnership offers significant advantages to pioneers in accessing the local market and achieving a larger market share. Contrary to previous logic, pioneers tend to fare better in more open and competitive industries than in the highly concentrated industries dominated by the large state-owned enterprises and large multinationals in China.
Conversely, note that late entrants enjoy a marginal advantage in profitability, though they must settle for a smaller market share (Luo 1998; Mitchell 1991) . These findings suggest that there is an asymmetric trade-off between market share and profitability based on entry order. According to the industrial ecology theory, pioneers entering a new market often face high uncertainty and radical changes in the early
DISCUSSION
Conclusions
stage of market development and thus run higher costs. When pioneers reduce the initial market uncertainties, later entrants enjoy more stable market conditions and may pursue efficiency-oriented strategies to cope with intensifying competition. Although pioneers have a better chance of success in market expansion at the expense of profitability, later entrants pursuing the k strategies are likely to enjoy a high level of efficiency in their concentrated segments (Lambkin 1988) .
The early and late followers apparently are disadvantaged in market share and have no advantage in profitability. However, being a follower or a latecomer does not destine a firm for oblivion. Industry growth enhances the early followers' profit prospect and the late followers' chance to gain a larger market share. For these two groups, there is also an advantage in profitability due to firm size. More important, resource commitment can improve their financial performance, and marketing intensity helps shore up their performance in both market share and profitability. Although marketing intensity has no effect on market share for pioneers, it has slightly stronger interactive effects on market share and profitability for late followers than for early followers, suggesting that this contingency effect becomes stronger for late followers that enter the market later to take advantage of the growing opportunities.
Readers should be mindful of several limitations when interpreting the results of the study. First, because this study includes multinationals in only one emerging-market economy, the results may not be generalizable to other country environments in which industry structure and government policies may be different. Although the empirical evidence supports the contingency models, this may be due to the characteristics of the emerging market of China in which the economic environment and industry conditions are undergoing rapid changes. Thus, studies of FDI in other transitional economies, such as those in Eastern Europe, could provide meaningful comparisons. Second, this data set has no information on the failed ventures and does not provide any suitable information that can be used as instrumental variables of entry order. Thus, this study cannot correct the potential survivor or endogeneity bias in the data. With better data on the foreign parent firms and longitudinal data on these subsidiaries, it is possible to explore the endogeneity issue of entry timing to obtain more accurate estimates of entry-order effects on long-term performance (Boulding and Christen 2003) . Finally, potential confounding effects due to firm background variables and multicollinearity among variables remain a challenge and deserve more attention in future studies.
Limitations and Suggestions
This research focuses on several key industry and firm variables and only a small number of variables related to business strategies. Although early entrants enjoy a small market share advantage over the late movers, more in-depth analysis of pioneering advantages is necessary to understand the specific types of resources that confer competitive advantages, such as technology transfer, government relationships, product leadership, and greater consumer acceptance. Although industry characteristics, host government policies, and, sometimes, even the mode of entry may be beyond the control of foreign investors, studies that examine how other business strategies, such marketing-mix variables and human resource practices, help pioneers leverage the advantages of early entry would be of premium value. In addition, it is equally important to explore other investment and business strategies to determine the success factors for the nonpioneers and to examine how they can make up the lost time and develop stronger capabilities, for example, by technology transfer or engaging in research and development.
The answer to the relative merit of the first-mover versus the late-mover strategy is complex. Given the results of this study, the claims about the benefits of pioneering in a foreign market must be interpreted with caution. Timing of entry is an important strategic decision that investors make when expanding into an overseas market. Apparently, such a decision cannot be made in a vacuum; the environmental and situational factors, such as industry growth, competitive scenario, and firm resources, must be considered. Although the emerging markets invariably offer attractive opportunities and sometimes handsome rewards for early movers, firms sometimes overlook the risks, challenges, and constraints of operating in volatile market conditions. Early mover benefits often accrue at the expense of high risks and costs, including building the infrastructure, educating the consumers, and putting in place an efficient operation (Luo 1997; Nakata and Sivakumar 1997) . Persistent high costs due to rapid expansion further challenge firms in augmenting profitability over the long run. Excessive risk taking and aggressive expansion expose investors to greater uncertainty and do not always lead to higher returns.
Given the strong contingency effects and the trade-off between market share and financial performance, investors should consider the entry-order decision as a concerted effort to garner valuable resources on the basis of entry order and to deploy other firm resources and strategies that can help minimize risks, leverage entry-order advantages, and sustain superior performance over time. Investing in growing industries that are more open and competitive and committing a large amount of resources can help pioneers augment
Implications
performance. Local partners offer many precious resources, such as local market knowledge and distribution channels, to foreign investors and can increase their chances for success. Early movers also need to be cognizant that the firstmover advantages must be integrated with other complementary resources. Failing to do so may not help the pioneering firms reap first-mover advantages. For example, slow growth, outdated technologies, and troublesome relationships with local partners plagued some of the early JVs and led to their retreat from China's market (e.g., Whirlpool, Peugeot ; Feder 1997; Smith and Blumenstein 1998) .
Although not all firms can or want to be pioneers, followers and later entrants are not necessarily doomed to suboptimal performance. The performance consequences are different for followers, which may need to trade off stability and profitability for smaller market share. To overcome their latemoving disadvantages, such firms need to adopt certain investment and business strategies that enable them to make up the lost time and advantages forgone to earlier entrants. Followers that commit larger amounts of resources in terms of investment size and technology transfer and adopt performance-enhancing strategies, such as aggressive marketing, can potentially catch up with the early movers. Although early entrants take greater risks and may exit earlier, large followers may have a chance to displace pioneers over time by learning from their failures, having lower costs and/or better quality products, and so forth. Despite their later entry, some multinationals in China, such as Honda, General Motors (Shanghai), and Maytag, manage to take advantage of the growing opportunities with greater resource commitment, superior technologies, and stronger marketing capability (Feder 1997; Smith and Blumenstein 1998 ).
China's implementation of the World Trade Organization obligations in 2005 and the following years is likely to lead to another round of competition for early market entry in certain industries. Given the risks and advantages associated with entry order, investors should examine the industry and market environment and its own strengths and leverageable resources and choose an entry-timing strategy that is consistent with their industry characteristics, firm resources, and long-term planning for the country market. Considering the competing objectives that investors face, it is critical that firms convert the opportunities that stem from entry order into competitive advantages, avoid the drawbacks, and further develop their resources and capabilities to enhance their opportunity for superior performance. In doing so, investors can achieve sustainable development in a rapidly changing and competitive environment and keep a balanced scorecard over the long run.
